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Report of Independent Registered Public Accounting Firm

To the Shareholderand the Board of Directors
Advisors Asset Management, Inc.

Opinion on the Financial Statement
We have audited the accompanying statement of financial conditionof Advisors Asset Management,Inc.
(the Company) as of December 31, 2019, and the related notes to the financial statement (collectively,
the financial statement). In our opinion, the financial statement presents fairly, in all material respects, the
financial position of the Company as of December 31,2019, in conformity with accountingprinciples
generally accepted in the United States of America.

Basis for Opinion
This financial statement is the responsibility of the Company's management. Our responsibility is to
express an opinion on the Company's financial statement based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with U.S.federal securities laws
and the applicable rules and regulationsof the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB.Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statement is
free of material misstatement, whether due to error or fraud. The Company is not required to have, nor
were we engaged to perform, an audit of its internalcontrolover financial reporting.As part of our audit
we are required to obtain an understanding of internal control over financial reporting but not for the
purpose of expressingan opinionon the effectiveness of the Company'sinternal control over financial
reporting.Accordingly, we express no such opinion.

THE POWER OF BEINGUNDERSTOOD

AUDIT| TAX | CONSULTING
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Our audit included performing procedures to assess the risks of material misstatement of the financial
statement, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statement.Our audit also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the financial statement.
We believe that our audit provides a reasonable basis for our opinion.

We have served as the Company'sauditor since 2017.

Chicago, Illinois
February 27, 2020
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ADVISORSASSETMANAGEMENT,INC.
Statementof FinancialCondition

December31,2019

ASSETS

Cash&cashequivalents $ 1,373,486
Receivables:

Brokerdealers 7,016,690

Assetmanagement 6,714,525

UlT 4,506,807

Other 1,677,784
Affiliates 919

Securitiesowned,atfairvalue 44,789,769

Furniture,equipment,leaseholdimprovementsandinternal-usesoftware,net 2,805,865
Leaseassets 5,149,246

Otherassets 2,108,620

Goodwillandintangibleassets,net 679,171

Netdeferredincometaxassets 430,949
Total assets $ 77,253,831

LIABILITIES&SHAREHOLDER'SEQUITY

Accountspayable $ 4,115,956

Accruedexpenses 10,689,102

Securitiessold,notyetpurchased,atfairvalue 7,122,500

Payableto brokerdealers 10,905,631

Leaseliabilities 5,405,107

Totalliabilities 38,238,296
SHAREHOLDER'SEQUlTY

Commonstock;$.01parvalue;100sharesauthorized;1 shareissuedand
outstanding -

Additionalpaid-in capital 28,716,793

Retainedearnings 10,298,742

Total shareholder'sequity 39,015,535

Totalliabilitiesandshareholder'sequity $ 77,253,831

Theaccompanyingnotesareanintegralpartof thisfinancialstatement.
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ADVISORS ASSET MANAGEMENT, INC.
Notes to Financial Statement
As of and for the Year Ended December 31, 2019

Note1- OrganizationandNatureof Business

AdvisorsAssetManagement,Inc.("AAM"or the"Company"),a DelawareCorporation,isa registeredbroker-dealer
and investmentadvisorwiththe SecuritiesandExchangeCommission("SEC")and is a memberof the Financial
IndustryRegulatoryAuthority("FINRA").AAMprovidesfixedincomesecuritytradingandsupportservicestoother
broker-dealers,registeredinvestmentadvisorsandotherinstitutionaiaccountholders.Inaddition,AAMsponsorsand
distributesunit investmenttrusts("UIT"),whichare marketedunderthenameAdvisor'sDisciplinedTrusts("ADTs"),
providesseparateaccountmanagementservices,anddistributesopen- andclosed-endmutualfunds,separately
managementaccounts("SMAs")andexchange-tradefunds("ETFs").

TheCompanyoperatesundertheprovisionsof Paragraph(k)(2)(ii)ofRule15c3-3oftheSecuritiesExchangeActof
1934and,accordingly,isexemptfromtheremainingprovisionsofthatRule.Essentially,therequirementsofParagraph
(k)(2)(ii)providethattheCompanyclearalltransactionsonbehalfofcustomersonafullydisclosedbasiswitha clearing
broker-dealer,andpromptlytransmitall customerfundsandsecuritiesto theclearingbroker-dealer.Theclearing
broker-dealercarriesalloftheaccountsofthecustomerandmaintainsandpreservesallrelatedbooksandrecordsas
arecustomarilykeptbya clearingbroker-dealer.

TheCompanyisa whollyownedsubsidiaryofAAMHoldings,Inc.(the"Parent").

Note2 - SignificantAccountingPolicies

TheCompanyfollowsUnitedStatesGenerallyAcceptedAccountingPrinciples("USGAAP"),as establishedbythe
FinancialAccountingStandardsBoard(the"FASB"),to ensureconsistentreportingof financialcondition,resultsof
operationandcashflows.

Estimates

TheCompany'sfinancialstatementis preparedinaccordancewithUSGAAPwhichrequiresmanagementto make
estimatesandassumptionsthataffectthereportedamountsinthefinancialstatementandaccompanyingnotes.These
estimatesandassumptionsmayvaryfromactualresults.

CashandCashEquivalents

TheCompanydefinescashandcashequivalentsas highlyliquidinvestmentswithoriginalmaturitiesofthreemonths
orlessat thetimeofpurchase,otherthanthoseheldforsaleintheordinarycourseof business.

Receivables

Receivablesfrombroker-dealersaregenerallycollectedinfull in themonthfollowingtheiraccrual.Otherreceivables
consistprimarilyof revenuesandfeesgeneratedfromtheCompany'sUITandassetmanagementbusiness.UIT
revenuesandfeesarecollectedfromthetrusteeof thetrusts.Assetmanagementrevenuesaregeneratedonlyfrom
creditworthyaccounts.At December31,2019,theCompanyhadrecordedanallowancefordoubtfulaccountsof
$73,500.

SecuritiesOwnedandSecuritiesSold,NotYetPurchased

Securitiesownedandsecuritiessold,notyetpurchasedconsistofsecuritiesunderwrittenbytheCompanyorpurchased
inthesecondarymarket.Theyarereportedinthestatementoffinancialconditionatfairvaluebasedonquotedmarket
prices,pricesforsimilarsecuritiesorotherobservableinputs,suchasbondspreadsandcreditdefaultswapspreads.
Securitiessold,notyetpurchasedrepresentobligationsto deliverspecifiedsecuritiesat predeterminedprices.The
Companyisobligatedto purchasethesecuritiesatafuturedateatthen-prevailingpricesthatmaydifferfromthemarket
valuesreflectedinthestatementoffinancialcondition.
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ADVISORS ASSET MANAGEMENT, INC.
Notes to Financial Statement
As of and for the Year Ended December 31, 2019

DerivativeFinancialInstruments

Derivativefinancialinstruments("Derivatives")usedfor tradingpurposesare carriedat fair value. Fairvaluesfor
exchange-tradedderivatives,principallyfuturesarebasedonquotedmarketprices.Fairvaluesof exchange-traded
futuresarerecordedin receivablefrombrokerdealersonthestatementoffinancialcondition.TheCompanydoesnot
consideranyderivativesto behedginginstruments,asthosetermsaregenerallyunderstood.

Furniture,Equipment,LeaseholdImprovementsand Internal-UseSoftware

Furniture,equipment,leaseholdimprovementsandsoftwarearerecordedatcost,netof accumulateddepreciationand
amortization.Depreciationis recordedona straight-linebasisovertheusefullifeoftherelatedasset,generallyfourto
sevenyears.Leaseholdimprovementsareamortizedona straight-linebasisoverthelesseroftheirusefullifeor the
termofthe lease.Internal-usesoftwareiscapitalizedwitha usefullifeinexcessof oneyearandamortizedoverthree
years.

GoodwillandIntangibleAssets

Includedin goodwillandintangibleassetsis goodwillof approximately$621,000.Impairmentis assessedat least
annuallyormoreoftenupontheoccurrenceofan indicatorof impairment, Intheeventthatgoodwillis determinedto
beimpaired,itscarryingvaluewillbereducedtoitsfairvalue.NosuchimpairmentexistedfortheyearendedDecember
31, 2019. Also includedin intangibleassets is approximately$300,000,net of accumulatedamortizationof
approximately$242,000ofintangibleassets,thatrepresentamountspaidtosub-advisefora thirdpartyassetmanager
undera fouryearagreement,In addition,theCompanypaidthesamethird-partyassetmanager$250,000for the
rightstoserviceseparatelymanagedaccountsandthisagreementwasterminatedinNovember2019,whichresuited
intheCompanyrecognizingimpairmentexpenseforthisintangibleasset.

Leases

The Companyrecognizesandmeasuresits leasesin accordancewithFASBAccountingStandardsCodification
("ASC")842,"Leases."The Companyis a lesseein severaloperatingleasesfor officespace. The Company
determinesifanarrangement¡sa lease,orcontainsa lease,atinceptionofa contractandwhenthetermsofanexisting
contractarechanged.TheCompanyrecognizesa leaseliabilityanda rightofuse("ROU")assetatthecommencement
dateofthe lease.Theleaseliabilityis initiallyandsubsequentlyrecognizedbasedonthepresentvalueof itsfuture
leasepayments.Variablepaymentsareincludedin thefutureleasepaymentswhenthosevariablepaymentsdepend
onanindexorarate.Thediscountrateistheimplicitrateif it isreadilydeterminableorotherwisetheCompanyuses
its incrementalborrowingrate.Theimplicitratesof ourleasesarenotreadilydeterminableandaccordingly,weuse
ourincrementalborrowingratebasedon theinformationavailableat thecommencementdateforall leases.The
Company'sincrementalborrowingratefora leaseistherateof interestitwouldhavetopayona collateralizedbasisto
borrowanamountequalto the leasepaymentsundersimilartermsandinsimilareconomicenvironment.TheROU
assetissubsequentlymeasuredthroughouttheleasetermattheamountoftheremeasuredleaseliability(i.e.,present
valueof theremainingleasepayments),plusunamortizedinitialdirectcosts,plusor minusanyprepaidor accrued
leasepayments,lesstheunamortizedbalanceof leaseincentivesreceived,andanyimpairmentrecognized.Lease
costfor leasepaymentsisrecognizedona straight-linebasisovertheleaseterm.

TheCompanyelectedto utilizethetransitionpackageof practicalexpedientspermittedwithinthenewstandard,which
amongotherthings,allowedtheCompanyto carryforwardthehistoricalleaseclassification.TheCompanymadean
accountingpolicyelectionto keepleaseswithan initialtermof 12 monthsor lessoff theCompany'sstatementof
financialcondition,whichresultedin recognizingthoseleasepaymentsinthestatementofoperationsonastraight-line
basisoverthe leaseterm. TheCompanydidnotelectthehindsightpracticalexpedientwhendeterminingthelease
terms.TheCompanyhasleaseagreementswithleaseandnon-leasecomponents.TheCompanyhaselectedthe
practicalexpedienttoaccountfor theleaseandnon-leasecomponentsasa singleleasecomponent.
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ADVISORS ASSET MANAGEMENT, INC.
Notes to Financial Statement
As of and for the Year Ended December 31, 2019

IncomeTaxes

The Companyis a memberof a groupthatfilesconsolidatedtax returns.Accordingly,incometaxespayableto or
refundablefromthetaxauthoritiesare recognizedonthefinancialstatementsoftheParent,whichisthetaxpayerfor
incometaxpurposes.Themembersoftheconsolidatedgroupmakepaymentsto theParentfortheirallocatedshare
oftheconsolidatedincometaxliability.ThisallocationapproximatestheamountsthatwouldbereportediftheCompany
wasseparatelyfilingitstaxreturns.

Incometaxesareprovidedfor thetaxeffectsoftransactionsreportedin thefinancialstatementsandconsistof taxes
currentlydueplusdeferredtaxesrelatedprimarilytodifferencesbetweenthebasisof assetsandliabilitiesforfinancial
and incometax reporting. Deferredtax assetsand liabilitiesrepresentfuturetax returnconsequencesof those
differences,whichwilleitherbetaxableordeductiblewhentheassetsandliabilitiesarerecoveredorsettled.Deferred
taxesarealsorecognizedforoperatinglossesthatareavailabletooffsetfuturetaxableincome,subjecttoavaluation
allowance.

Any potentialinterestandpenaltyassociatedwitha tax contingency,shouldonearise,wouldbe includedas a
componentofincometaxexpensein theperiodinwhichtheassessmentarises.

FASBguidancerequirestheevaluationofincometaxpositionstakenorexpectedto betakeninthecourseofpreparing
theCompany'stax returnto determinewhetherthetaxpositionsare"morelikely-than-not"of beingsustained"when
challenged"or"whenexamined"by theapplicabletaxauthority.Taxpositionsnotdeemedto meetthe"morelikely-
than-not"thresholdwouldberecordedasataxbenefitorexpenseandliabilityinthecurrentyear.ThroughDecember
31,2019,managementhasdeterminedthattherearenomaterialuncertainincometaxpositions.TheCompanyfiles
U.S.Federaltax retumsaswellas retumswithvariousstateandlocaljurisdictions.TheCompanygenerallyis no
longersubjecttoU.S.Federal,stateandlocaltaxexaminationbytaxauthoritiesforyearspriorto 2016.

RecentPronouncements

In June2016,the FASBissuedAccountingStandardsUpdate("ASU")2016-13, "FinancialInstruments-Credit
Losses(Topic326):Measurementof CreditLossesonFinancialInstruments"("ASU2016-13"),whichamends
severalaspectsof the measurementof creditlossesonfinancialinstruments,includingreplacingthe existing
incurredcredit lossmodeland othermodelswith the CurrentExpectedCredit Losses("CECL")modeland
amendingcertainaspectsof accountingfor purchasedfinancialassetswithdeteriorationincreditqualitysince
origination.ASU2016-13 iseffectiveforannualreportingperiodsbeginningafterDecember15,2019.Expected
creditlosses,on receivableswill bemeasuredbasedon historicalexperience,currentconditionsandforecasts
thataffectthecollectabilityof thereportedamount.The Companyhascompletedits analysisas of January1,
2020relatedtotheabovenotedfinancialassetswiththescopeofASU2016-13andidentifiednomaterialcurrent
expectedcreditlossto berecorded.

OnJanuary1, 2019,the CompanyadoptedASC 842, "Leases,"usingthe effectivedate as the date of initial
application. Uponadoption,the Companyrecognizedleaseassetsof $4,448,205,andcorrespondinglease
liabilitiesof $4,672,009,basedon the presentvalueof the remainingminimumrentalpaymentsundercurrent
leasingstandardsforexistingoperatingleases,whichisreflectedin thestatementof financialcondition.

InJanuary2017,the FASBissuedASUNo.2017-04, "Intangibles-GoodwillandOther(Topic350)"("ASU2017-
04"),whichsimplifiesthesubsequentmeasurementofgoodwill,eliminatingastepfromtheimpairmenttest. Under
theamendedguidance,anentityshouldperformitsannual,or interim,goodwillimpairmenttestbycomparingthe
fair valueof a reportingunitwith its carryingamountandsubsequentlyrecognizean impairmentchargefor the
amountbywhichthecarryingamountexceedsthereportingunit'sfairvalue;however,the lossrecognizedshould
notexceedthe totalamountof goodwillallocatedto that reportingunit. ASU 2017-04 is effectivefor annual
reportingperiodsbeginningafterDecember15,2019.The Companyhascompleteditsanalysisasof January1,
2020relatedto ASU2017-04and identifiednomaterialeffectto itsstatementoffinancialcondition.
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ADVISORS ASSET MANAGEMENT, INC.
Notes to Financial Statement
As of and for the Year Ended December 31, 2019

In August2018,the FASBissuedASUNo.2018-15, "Intangibles-Goodwilland Other-internal-UseSoftware
Customer'sAccountingfor ImplementationCostsIncurredin a CloudComputingArrangementThat is a Service
Contract(Topic350-40)"("ASU2018-15"),whichrequiresimplementationcostsincurredby customersin cloud
computingarrangementstobedeferredoverthenon-cancellabletermofthecloudcomputingarrangementsplus
anyoptionalrenewalperiodsthatarereasonablycertainto beexercisedby thecustomeror forwhichexerciseof
therenewaloptioniscontrolledbythecloudserviceprovider.ASU2018-15 iseffectiveforannualreportingperiods
beginningafterDecember15,2019.The CompanyhascompleteditsanalysisasofJanuary1,2020relatedto
ASU2018-15 andidentifiednomaterialeffectto itsstatementoffinancialcondition.

Note3 - RegulatoryRequirements

As a registeredbroker-dealer,theCompanyis subjectto the UniformNet CapitalRuleunderRule 15c3-1of the
SecuritiesExchangeAct of 1934(the"Rule"),whichrequiresthe maintenanceof a "minimumnetcapital"of the
equivalenttothegreaterof$100,000or6-2/3%of "aggregateindebtedness"anda ratioof aggregateindebtednessto
netcapitalthatshallnotexceed15to 1,asthesetermsaredefined.TheRulealsoprovidesthatequitycapitalmaynot
bewithdrawnorpaidif theresultingratioofaggregateindebtednessto netcapitalwouldexceed10to 1.

At December31,2019,theCompanyhadnetcapitalof$16,296,401,whichwas$15,296,040inexcessofitsrequired
netcapitalof$1,000,361.TheCompany'sratioofaggregateindebtednessto netcapitalwas.92to 1.

Note4 - FairValueMeasurements

Accountingstandardsdefinefairvalueas the pricethatwouldbe receivedto sell an assetor paidto transfera
liability(i.e.the "exitprice")inan orderlytransactionbetweenmarketparticipantsat themeasurementdateand
establishesa three-levelvaluationhierarchyfordisclosureoffairvaluemeasurements.Thevaluationhierarchyis
baseduponthetransparencyof inputsto thevaluationof anassetor liabilityas of thereporteddate. Inputsare
broadlydefinedas assumptionsmarketparticipantswoulduseinpricinganassetor liability.Thethreelevelsare
definedasfollows:

Level1- unadjustedquotedpricesinactivemarketsforidenticalassetsor liabilitiesthattheCompanyhasthe
abilityto accessat themeasurementdate.

Level2 - inputsotherthanquotedpriceswithinLevel1 thatare observablefor the assetor liability,either
directlyor indirectly,and the fair value is determinedthroughthe use of modelsor other valuation
methodologies.Asignificantadjustmentto a Level2 inputcouldresultin theLevel2 measurementbecoming
a Level3 measurement.

Level3 - inputsareunobservablefortheassetor liabilityandincludesituationswherethereis little,if any,
marketactivityfortheassetorliability.Theinputsintothedeterminationof fairvaluearebaseduponthebest
informationin thecircumstancesandmayrequiresignificantmanagementjudgmentorestimation.

Assetsandliabilitiesmeasuredandreportedatfairvalueareclassifiedanddisclosedinoneoftheabovecategories
basedonthe natureofthe inputsthataresignificantto thefairvaluemeasurementin itsentirety.Incertaincases,
the inputsusedto measurefairvaluemayfall intodifferentlevelsof thefairvaluehierarchy. Insuchcases,an
investment'sclassificationwithinthefairvaluehierarchyis basedon thelowestlevelof inputthat is significantto
thefairvaluemeasurement.

TheCompanyassessesthe levelsof thefinancialinstrumentsateachmeasurementdate,andtransfersbetween
levelsare recognizedon the actualdate of the eventor changein circumstancesthat causedthe transferin
accordancewiththeCompany'saccountingpolicyregardingtherecognitionoftransfersbetweenlevelsof thefair
valuehierarchy.FortheyearendedDecember31,2019,therewerenotransfersamonglevels.
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ADVISORS ASSET MANAGEMENT, INC.
Notes to Financial Statement
As of and for the Year Ended December 31, 2019

Thefollowingtablessetforthby levelwithinthe fairvaluehierarchythe Company'sfinancialinstrumentsatfair
valueas of December31,2019.

Securities

Securities sold,notyet
owned purchased

Measuredatnetassetvalue
Unitinvestmenttrusts $ 10,254,437 $ 36,196

Level1
Mutualfunds 37,424 -

Exchangetradedfunds 64,189 3,050,671
Commonandpreferredstocks 815,921 320,245
USGovernmentandagencybonds 1,334,875 1,054,940

TotalLevel1 2,252,409 4,425,856
Level2

Corporatebonds 8,791,164 2,502,412
Municipalbonds 22,133,077 158,036
Asset-backedsecurities 335,880 -

Certificatesofdeposit 1,022,802 -

TotalLevel2 32,282,923 2,660,448
Level3 - -

Total $44,789,769 $ 7,122,500

Receivables
frombroker

dealers
Level1

Futurescontracts $ (9.844)

AdescriptionofthevaluationtechniquesappliedtotheCompany'smajorcategoriesofassetsandliabilitiesmeasured
atfairvalueona recurringbasisfollows:

UnitinvestmentTrusts(UlTs):Asa practicalexpedient,theCompanyestimatesthefairvalueofitsUlTsbasedonthe
netassetvaluepershareoritsequivalent.

MutualFunds(MFs):MFsarevaluedbasedonquotedmarketpricesornetassetvaluepershare.Totheextentthese
securitiesareactivelytraded,theyarecategorizedinLevel1 ofthefairvaluehierarchy;otherwise,theyarecategorized
inLevel2orLevel3ofthefairvaluehierarchy.

U.S.GovernmentandAgencyBonds: U.S.governmentbondsarevaluedusingquotedmarketprices. Valuation
adjustmentsarenotapplied.Accordingly,U.S.govemmentsecuritiesaregenerallycategorizedinLevel1 ofthefair
valuehierarchy.

CorporateandMunicipaiBonds:Thefairvalueofcorporatebondsisdeterminedusingrecentlyexecutedtransactions,
marketpricequotations(whenobservable),bondspreadsorcreditdefaultswapspreadsobtainedfromindependent
externalparties,such as vendorsand brokers,adjustedfor any basisdifferencebetweencash andderivative
instruments.CorporateandmunicipalbondsaregenerallycategorizedinLevel2 ofthefairvaluehierarchy;ininstances
whenprices,spreads,oranyoftheotheraforementionedkeyinputsareunobservable,theyarecategorizedinLevel3
ofthefairvaluehierarchy.
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ADVISORS ASSET MANAGEMENT, INC.
Notes to Financial Statement
As of and for the Year Ended December 31, 2019

Asset-BackedSecurities("ABS"):ABS maybe valuedbasedon priceor spreaddata obtainedfromobserved
transactionsor independentexternalpartiessuchasvendorsor brokers.Whenposition-specificexternalpricedata
arenotobservable,thefairvaluedeterminationmayrequirebenchmarkingto similarinstrumentsand/oranalyzing
expectedcreditlosses,default,andrecoveryrates.inevaluatingthefairvalueofeachsecurity,theCompanyconsiders
securitycollateral-specificattributesincludingpaymentpriority,credit enhancementlevels,type of collateral,
delinquencyrates,andlossseverity.

ABSaregenerallycategorizedinLevel2 of thefairvaluehierarchy.If externalpricesorsignificantspreadinputsare
unobservableor if thecomparabilityassessmentinvolvessignificantsubjectivityrelatedto propertytypedifferences,
cashflows,performance,andotherinputs,thenABSarecategorizedinLevel3 ofthefairvaluehierarchy.

Exchange-TradedFunds,FuturesContractsandCommonandPreferredStocks: Exchangetradedequityfunds,
futurescontractsandequitysecuritiesaregenerallyvaluedbasedonquotedpricesfromtheexchange.Totheextent
thesesecuritiesareactivelytraded,theyarecategorizedin Level1 of thefairvaluehierarchy;otherwise,theyare
categorizedinLevel2orLevel3ofthefairvaluehierarchy.

Certificatesof Deposits("CDs"): CDs maybe valuedbasedon priceandspreaddataobtainedfrom observed
transactionsorindependentexternalpartiessuchasvendorsandbrokers.CDsaregenerallycategorizedinLevel2 of
thefairvaluehierarchy.

Note5 - ClearingBroker-Dealers

TheCompany'sagreementswithitsclearingbroker-dealerscontainindemnificationclauses.Theseclausesrelateto
instanceswheretheCompany'scustomersfailto settlesecuritytransactions.Intheeventthissituationmightoccur,
theCompanywillindemnifytheclearingbroker-dealerstotheextentofthenetlossontheunsettledtrade.AtDecember
31,2019,theCompanyhadnotbeennotifiedbytheclearingbroker-dealers,nor weretheyawareof anypotential
lossesrelatingto thisindemnification.

Receivablesfromandpayablesto brokerdealersatDecember31,2019,consistofthefollowing:

Receivables Payables
Cash,netof marginloans $ 5,906,163 $10,864,165
Clearingdeposits 600,774 -

Interestanddividends 519,597 41,466
Exchangetradedfutures- opentradeequity (9,844) -

$ 7,016,690 $10,905,631
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ADVISORS ASSET MANAGEMENT, INC.
Notes to Financial Statement
As of and for the Year Ended December 31, 2019

Note6· Furniture,Equipment,LeaseholdImprovements,and Internal-Use Software

Furniture,equipment,leaseholdimprovementsandsoftwareandtherelatedaccumulateddepreciationandamortization
at December31,2019consistedofthefollowing:

Furniture $ 2,063,266
Officeequipment 747,769
Computerequipment 3,479,134
Internal-usesoftwareandsoftware 3,547,871
Website 795,159
Leaseholdimprovements 1,511,743

12,144,942
Lessaccumulateddepreciationandamortization (9,339,077)

$ 2,805,865

Note7 - RelatedPartyTransactions

DuringtheyearendedDecember31,2019,theCompanysolddeferredsaleschargereceivablesandpaidfactoring
feesrelatedto theCompany'sunitinvestmenttrustbusinessto SterlingResources,Inc.,a companythatisa wholly-
ownedsubsidiaryoftheParent.

TheCompanyleasesanofficespacefromBaseCampRoad,LLC,whichwas50%ownedbyawholly-ownedsubsidiary
oftheParentuntilJune30,2018.OnJune30,2018,BaseCampRoadLLCbecame100%ownedbyawholly-owned
subsidiaryoftheParent.

TheCompanyleasesanofficebuildingfromIH10/FISBuilding,LP,whichis100%ownedbyawholly-ownedsubsidiary
of the Parent.The Companypaysall Insurance,propertytaxesandotherexpensesrelatedto theoperationand
maintenanceof theofficebuilding.

The Companyenteredinto an intercompanyexpenseagreement(the "IntercompanyAgreement")withSterling
Resources,Inc.,BaseCampRoad,LLC,IH 10/FISBuilding,LP and its Parent(collectively,the "Affiliates").The
CompanyprovidestheAffiliateswithadministrativeandmanagementservicesin exchangefora managementfee
determinedin accordancewith thetermsof the IntercompanyAgreement.In conjunctionwith the Intercompany
Agreement,theCompanyandtheAffiliatescanpayexpensesoneachother'sbehalfandtheotherpartywillbecharged
monthlyfortheexpense.

TheCompanyhasan incometaxsharingagreementwiththeParentwhichallowstheCompanyto benefitfromtax
deductionsthatcanbetakenattheconsolidatedlevel,butnotonthestand-alonecompanylevel.AtDecember31,
2019,theCompanyhada receivableof $919fromSterlingResources,Inc.fortaxespaidonbehalfoftheconsolidated
group,whichis recordedin receivablesfromaffiliatesonthestatementoffinancialcondition.

Note8 - Off-Balance SheetRisk

As a securitiesbrokeranddealer,the Companyis engagedin varioussecuritiestradingandbrokerageactivities
servicinga diversegroupof domesticinstitutionalandindividualinvestors.TheCompany'sproprietaryactivitiesand
thetransactionsinitiatedonbehalfoftheircustomersarecarriedinaccountsbyandconsummatedthroughitsclearing
broker-dealers.Inthenormalcourseof businesstheseactivitiesincludesecuritiesexecution,settlement,custodyof
securitiesandfundsandfinancingsecuritiestransactions,whichmayexposetheCompanytooff-balancesheetriskin
theeventtheclearingbroker-dealersareunableto fulfilltheircontractualobligations.
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TheCompanyentersintovarioustransactionsinvolvingderivatives,whichincludefuturescontracts.Thesederivative
financialinstrumentsareusedto managemarketrisks. Marketriskis substantiallydependentuponthevalueof the
underlyingfinancialinstrumentsand is affectedby marketforcessuchas volatilityandchangesin interestrates.
Derivativetransactionsareenteredintoto hedgeotherpositionsor transactions.Futurescontractsprovidefor the
delayeddeliveryorpurchaseofsecuritiesata specifiedfuturedateata specifiedpriceoryield.Thesefuturescontracts
areexecutedonan exchange.Thecreditriskof exchange-tradedfinancialinstrumentsisreducedbytheregulatory
requirementsof the individualexchanges.Cashsettlementonfuturescontractsis madeon a dailybasisformarket
movements.Theclearingorganizationactsasthecounterpartytospecifictransactionsandbearstheriskofdelivery
to andfromcounterpartiesto specificpositions.DuringtheyearendedDecember31,2019,theCompanyhadan
averagemonthlynotionalamountofapproximately$3,960,000of derivativecontractsoutstanding.At December31,
2019,theCompanyhada notionalamountof $3,000,000outstandinginderivativecontracts,whichhadafairvalueof
$(9,844)andis includedin receivablesfrombrokerdealersonthestatementoffinancialcondition.Futurescontracts
areclassifiedasLevel1withinthefairvaluehierarchy.

Inaddition,theCompanyhassoldsecuritiesthatitdoesnotcurrentlyownandwillthereforebeobligatedtopurchase
suchsecuritiesata futuredate.TheCompanyhasrecordedtheseobligationsinthestatementoffinancialconditionat
December31,2019atthefairvalueof relatedsecuritiesandwill incura lossif themarketvalueof thosesecurities
increasessubsequenttoDecember31,2019.

TheCompanyhascertaincashdepositaccountswithfinancialinstitutionsinwhichthebalancesoccasionallyexceed
theFederalDepositInsuranceCorporation("FDIC")insuredlimit. TheCompanyhasnotexperiencedanylossesin
suchaccountsandmanagementbelievesit isnotexposedto anysignificantrisk.

Note9 - IncomeTaxes

TheCompany'sfederalandstateincometax retumsaresubjectto examinationovervariousstatutesof limitations
generallyrangingfromthreetofiveyearsfromthedateoffiling.

Significantcomponentsof theCompany'snetdeferredincometax assetas of December31,2019consistof the
following:

Deferredtaxassets:
Interestexpenselimitation $ 898,393
Netoperatinglosscarryforward 173,288
Share-basedcompensation 121,491
Charitablecontributions 40,264
Goodwillandintangibleassets,net 42,382
Accruedcompensation,net 23,551
Other,net 18,420

1,317,789
Deferredtaxliabilities:

Depreciationandamortization 460,066
Goodwillandintangibleassets,net 426,774

886,840

Totalnetdeferredincometaxasset $ 430.949

Note10- Leases

TheCompanyhasobligationsasa lesseeforofficespaceandhas classifiedtheseleasesasoperatingleases.These
leasesgenerallycontainrenewaloptionsforperiodsrangingfromthreetofiveyears.BecausetheCompanyis not
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reasonablycertaintoexercisetheserenewaloptions,theoptionalperiodsarenotincludedindeterminingthelease
term,andassociatedpaymentsundertheserenewaloptionsareexcludedfromleasepayments.Paymentsdueunder
theleasecontractsincludefixedpaymentsplus,formanyoftheCompany'sleases,variablepayments.TheCompany's
officespaceleasesrequireit to makevariablepaymentsfor the Company'sproportionateshareof the building's
propertytaxes,insurance,andcommonareamaintenance.Thesevariableleasepaymentsarenotincludedin lease
paymentsusedto determineleaseliabilityandarerecognizedasvariablecostswhenincurred.

Otherinformationrelatedto leasesasof December31,2019wasasfollows:

Supplementalcashflowinformation:
ROUassetsobtainedinexchangefor leaseobligations:

Operatingleases $ 1,976,712

Reductionsto ROUassetsresultingfromreductionsto leaseobligations:
Operatingleases $ 1,275,671

Weightedaverageremainingleaseterm:
Operatingleases 5.2years

Weightedaveragediscountrate:
Operatingleases 5.4%

AmountsdisclosedforROUassetsobtainedinexchangeforleaseobligationsandreductionstoROUassetsresulting
fromreductionsto leaseobligationsincludeamountsaddedtoor reducedfromthecarryingamountof ROUassets
resultingfromnewleases,leasemodificationsorreassessments.

Maturitiesof leaseliabilitiesfortheCompany'soperatingleasesasof December31,2019areasfollows:

2020 $ 1,491,031
2021 1,164,937
2022 958,775
2023 937,841
2024 947,864
Thereafter 712,920

Totalundiscountedleasepayment 6,213,368
Lessimputedinterest 808,261

Totalleaseliabilities $ 5.405.107

Note11- EmployeeRetirementPlan

The Companyhasa 401(k)planthatcoverssubstantiallyall employees.Participatingemployeesmayelectto
contribute,on a tax-deferredbasis,a portionoftheircompensationinaccordancewithSection401(k)of theInternal
RevenueCode.CompanycontributionsmaybemadetotheplanatthediscretionoftheBoardof Directors,withthe
maximumlimitationbeingtheamounttheCompanycandeductforfederalincometaxpurposes.

Note12 - StockOptionandEquityCompensation

In2005,theParentestablishedanownershipoptionplanto attract,retainandrewardemployeesoftheCompany("the
Plan").TheParentreserved5,502,696sharesof itscommonstockfor issuanceuponexerciseofoptionsunderthe
Plan.A committeeappointedbythe BoardofDirectorsadministersthePlananddeterminestheexercisepriceof the
optionandthevalueoftheParent'sstock.ThefairvalueoftheParent'sstockoptionsisdeterminedby management
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onthedateofthegrantusingtheBlack-Scholesmodel.OptionsgrantedunderthePlanvestratablyoverfourtoseven
yearsandexpireon theten yearanniversaryof the grantdate. The Parentallocatesthe entiresharebased
compensationexpenseto theCompanyas allof thosereceivingoptionsareconsideredemployeesofthe Company.
TheCompanyrecognizesexpensefortheoptionsratablyoverthevestingperiod.

Employeesforfeited1,050vestedoptionsduringtheyearendedDecember31,2019.Therewerenooptionsgranted
duringtheyearendedDecember31,2019.DuringtheyearendedDecember31,2019,employeesof theCompany
exercised378,060optionsgrantedunderthePlan.AtDecember31,2019,thereare330,606optionsoutstandingthat
weregrantedto theCompany'semployees.

Note13 - Contingencies

TheCompanyissubjecttocertainlegal,regulatoryandarbitrationproceedingsandclaimsthatmayarisefromtimeto
timein the ordinarycourseof business.Managementbelievesthat the dispositionof these matterswill nothave a
materialadverseeffectonthefinancialpositionor resultsofoperationsoftheCompany.

Note14- SubsequentEvents

TheCompanyhasevaluatedsubsequenteventsforpotentialrecognitionand/ordisclosurethroughthedatethefinancial
statementswereissued.
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